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ADMITTED ASSETS 



20flJ 



20O3 



INVESTMENTS 



CsaharxJ Shod-Ttrm InvealmenlE 
Other hvestmenis -GoJlBlersI SaointiBa en Loan 
TobI InveBtTiBnls and Gash 

OTHER ADMFTTED ASSETS 
Premium ReceivaUflt 
Equipmenl Oiefh 
kilereal Receivable 
Olher Assets 

TobI Actnilled Assets 



$499^9CiJBT 


t43&B13 295 


73.138.374 


G9 955 1 53 


2a.6as^4c 


32 150 786 


141^60v42E 


30S66 721 


732,974^6 


«e^Bfi^5S 


7 918^99 


7.354^43 


9^2 .632 


31 5 J 2D 


7 530,657 


6 566 054 


532 .037 


156-713 


£T49,aOBv441 


t5545?9 3=g5 



LIABILITIES AND SURPLUS 



LIABILTIES 

LcQses hcurred Reserves 
Loss Ad>js1men1 Expense Reservso 
Lab^lny kx Secunlieson Loan 
Delerred Revenue 
Ol^r Liabdnies 
TdIsI Uab^liies 



i4ici.aBCi.aD0 

43 ,025 ,a DO 

14t .060^425 

5,D77,233 

33a1fl3^7 

622,316.255 



J372 jOOCOO 

41 100 COO 

30 «5 721 

202.912 

lajBfljsa 

463 239 971 



CONTINGENCIES AND SUBSEOUENT EVENTS 



SURPLUS 

PoJiG}" hp&Jders" Surplus 

TobI Listriliies and Surplus 



127.4D2,15e 

I 749 .905 .441 



1 21 ,699^17 
(6S4.g39.3Ba 



The accofnpsnying noles are sn int^al psriol Ihes^ iinandsl suiemenis 
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STATUTORY STATEMENTS OF REVENUE AND EXPENSES AND CHANCRES IN SURPLUS 

For the YearB Ended June 30 



2CID4 



2D03 



NqI Premium Esrred 

Loflaes ^urrsd 
LoBB ExpBnsBS Incurred 
Unctrwntrpg Eicpenaes Incurred 
Ne1 Underwriting Loss 

Nel Investment Income Earned 
Ne1 Realized Cap4bl Gains 
Ftemium BslBnoes Chared Otf 
Olher hccme {Exp^nsek 

Ne1 Loss Belcre Dmctn^ 

Policyholder DivKferxte 

Ne1 Loss Atler Dividencfe 

Fticr Yesr End Surplus 

Nel Unrealized Gsirs on Ei^My Securiiea 
Chan^ in H[]nGctTii11ed Assels 
Ag^egate Write In icr Olher Losses in Sur^Jus 
TrBntisr Oil 

END OF PERIOD SURPLUS 



$13B^60.512 


$117 776 580 


11 36.267 ^BSt 


(146_912_095l 


ri4.BGB 190} 


(16074 946) 


f 20 .941 166} 


(17 659701} 


((32^17,032) 


£ <62_770_163 


26^62 JSg 


26 799 946 


1,tD3_t32 


2 1 26 1 B1 


f 1.200 ,914} 


<6S6 07B) 


(202.031} 


16_796 


(G^53.0B6t 


i3A 51 J_347) 


(r9D9^56t 

fH 2ea_afl2l 


42 949 5971 
(37.4BZH4) 


121^99^417 


1 50 4^ 995 


12,773^45 


777 514 


1^403,739 


<1 56 902) 


410^5} 


156 050) 


iio^iBk 


(1 2B0) 


It 27^492 .156 


$1 21 599 41 7 



The accompsnying nolBS are sn inteyal psrlol Ihese finandsl sUtemerrts 
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STATUTORY STATEMENTS OF CASH FLOWS 
For the YeBTB End^ June 30^ 



ZDD4 



2DD3 



CASH FLOWS FROM OPERATIONS 

FtemiumsCcJItGled Ne1o1 Reinsurarce 
Ldbb Bnd Loss Ad^almenl Exp^n^es Raid 
Uncferwriling Exper^e^ Paid 

Cash Rrovi^dDy UndE r'mling 

NbI frivoHtriBnl ^cme 

Agenis' BalBno&s ChBr^dOU 

He1 Funcfe Held Urx^r Reirguranc^ TrBa^ea 

He1 Amouni Wnhheldor ReUined kx Auxxjnl otOltiBrB 

HBCBllBneous IrHXime lExp&nB&l 

CaBh Used kr Olher IrccniB (E:cpen3e> 



Drnderxfe 1o Fclicyhcldtrs 

N^t CB4h Provided byOper 



ll^OflS 



£31.1M.22B> 
13^B7^BE 


$120 660 576 

(96967 £i41) 

(16 561 45D> 

a.1 12.105 


Z7^3ff^64 


29^155 226 


(1 200,914} 
4^1 E^B 


<K6 07B) 

I36CC™ 

4_2D7^31 

(4-272) 


2,ffl4,17J 


34B0Bai 


41,640,577 


(2 949-697} 
37 £9S 61 4 



CASH FLOWS FROU INVESTMENTS 

Ftcceeds tcfu InveslmenlB Sold MaLredcc RppBid 
Bends 

GollalBral and Equily SecunliBS 
TdIbI tivBslmenI Proceeds 
Ooslol Invesknenis Acquired l]arpg-trTn criy^ 



nti 



GollalBral Bnd Bquily Secunlies 
Cosi o1 hvesmeni Acquired 
N^t CB^h Uoed For InvestmE 



06,563,966 

1C,SB3.324 


B7,157,27H 
1146,909,900} 


fl4fl,9D9.900} 


(E1,7G2.e21> 



104 HJBIS 

104 fa5B15 

(1 26£24>140} 

(1 31 624 44Q| 
(2" 040£25} 



CASH FLOWS FROM FINANCING AND 
MISCELLANEOUS SOURCES 
Gash ProvKfed or (AppJiedh 
Trarslers tom AHEBles 
Purchases ol Ec^ipcnent 
Olher Apfilicaions 
Uet CBflh UBBd for Financing and 

MiHDBllBneoua Sources 
NET INCREASE (DECREASE) IN CASH 
AND SHORT TERW INVESTMENTS 



CASH AND SHORT TERM 
BEC^INNINCOF YEAR 

CASH AND SHORT TERM 
END OF YEAR 



NVESTMENTS - 



NVESTHENTS - 



(10,216} 

(ln,l4i> 


BIB} 

1661.401) 

10.143 


(1,353,696} 


1542 076) 


(11.465 740} 


10 115^13 


33 ,T 50,756 


22£i54S7J 


£ 20.655.046 


t 32 160 796 



The accompanying nolBS are Bn int^al parlol Ihese UnanciBl sblemeniB 
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woMHMj T NofeE lDlht SumiGcy FinandBl SlBlemenls 

jTflTErUND x-he jo 21:0^ j-d 201:3 

NOTE A -ORGANIZATION, BASrS OF PRESENTATION. AND SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 

1 OrgankzatiGn 

The Mcnlsna SlBle Fund |MSF| is b nonprofl. r^ asi- public entily eslabliahBd urxler Tiie 39 
Chaptr 71 o1 1Ik MonUr^ Cede Amolatd fMOA|. MSF providea McnlBna empJoyerB wi1h an 
cpicn k»f workerB ccmp^rsaicn and ocoipalicciel ds^as^ insurance and guaranlBSB available 
coverage 1cc all employe ra in MonUr^ MSF is governed b^ a seven memt>er Board d1 Diredcce 
appoinled b^ 1he Governor. MSF ie a compcnenl unlo1 1he Stale o1 MonUna MSF is allached 
1o Ihe Sla1e o1 Monlana. Depertneni ol Actninialra Ion 1cr acininislraive purpoaes cniy MSP 
goverrs cfierate and compleles its inencial repodingaa an insurance ccmpany dccnicile d in 1 hs 
Sut ol r.1c¥i1ana 

MET lunctonE aa an aulonomous inaurance enlly suppcrled adely frcfn its own revenues. ^1 
ass^la debts, and otiigatione ol M5F are separate and dsinct trom aaaets. ckbta and 
cUi^icnB ol the State ot MonUr^ Sute law requires MSF to se t premiums at least amually at 
a level sutident toenaure adequat tundng ol the insurance pfo^am during the penod the rate 
will be in elkct 11 MSF la dsBcJved by an act ol law the monsy in MSF ia sublet to the 
zAB^xsBM^on provided by Ihe le^Elature enacting tl^ desoluicn with cije regard gven lo 
El]li^bnsin;:urredandexieing (Section :39-7t-23?2. MCA) 

During the t990 McrnUna Special Legslalve Session, legalaticn paaaed establishing aeparate 
tundng and acii^Kjnta 1cr claima olin^nea reauNng tcm accicknte cccurring t>e1cre July t 19Ki 
reterred toaa the Old Fund and claima ocDumng on or alter Jul ^ 1 t990 reterred toaa the New 
Fund <MSF> T hs repcrl relle els oH ^ Ihe opera^cns ol the Mcntana State Fund (New FundoriyJ 
MSF adninistera and manages the remaining claims o1 Ihe Old Fund on be hall o1 Ihe State of 
Mcntana and receives an adninsrative 1ee 

Slate law required that any exceee aurplus in the Old Fund abcve an amcuni r^emed as 
ackcfjatel^ tunded by stab law up to $G3aM Imillicn) be tranaterred to MSF However during 
the 2003 Montana Legslature House Bill llumber 3^3 (HB 363) was erected and change 
existing law reflating the Old Fund transkrot surplus At a reeult ol HB 363 any exceee Old 
Fundaufplua is to be ranslErred to Ihie State o1 McnIana General Fund rather tl^n hn MSF. 

2 Ba^ia ol 1^ re se ntation 

Thie acccfnpanying fir^n^ial etatemenb ol MSF have been prepared in conlcnnity wilh 
ac<;ounting pcacicea preseribed and permitted b^ the Sbte o1 Mcntana Deparmenlot Ireuran^e 
Such pcactiDee var^ kcfu acccuning prin^iplee gErerally acDepted in Ihte l^ted States o1 
America fGAAF^ principally in th^t certain assets reportable unckr GAAP are Yxmac^itted" and 
have been excluded tcm the acccfnpanying etatubfy statmente olaaaeb liatnliiea and eurplua 
and cher^d drecly to net worth and that certain inveatments which would be earned at 
estimated iair value unckr GAAP are earned at amortized coal 
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woMHMj ▼ NofeE lDlht SumiGcy Finandal SlBlemenls 

NOTE A -ORGAHIZATIONh BASIS OF PRESENTATION, AND SUMMARY OF SIGNIFICANT 
AOOOUNTING POLICIES, continued 

2 Gb^is dI Preaentalion ccnlinued 

The SlBte of Mcnlana Deparlmenl o1 Insurance recc^~riZ€s ori^ slBlubry acccunling pradices 
pcBscritHd cr p«rmi1td by Ihe StBt d1 Mcnlana kir ^^rmirirpg and repofling Ihe firarcial 
ccndiHon and reaulls ol cfnaraliors o1 an insurance company. The Naional AssoDiatcn o1 
Irsu ranee Cofnmiss^ oners" (HAICl ^ ccodA^firrp Pm^ilfces &nd ProcedvreB manual versicn 
ettecive January 1 2001 fNAIC SAP^ has been adopted aa a cccnpcnenl ol prescribed cc 
p«rmitled pradicesby 1he Sla1e o1 Mcnlana 

MSFa ne1 inccme i1oss> and aurpJua as a1a1ed on a NAIC SAP ba^is and on 1he basis o1 
pcadicea pceacrjbied or perjnitted by Ihe S1eIe ot Monbra are the aaine a1 June 30^ 2IXi4 and 
2003 

The Mcnlana Cotfe Amolaled rebrencea contarmily wUh the Accounling Practices and 
Ftccecijres Manual wMlin secUcn 33-2-7D1 11> and Iherelore concludes Iha1 no le^slalon la 
necessary toadipl Ha uae. 

3 SignificanT Accounting PoIIci^h 

Cath and Caah EquivalentB - Caah constlules a medum o1 eitchan^ 1ha1 a bank or other 
aimilar tinancial inatitulon will accepi brckposit and allow an immediat credt to the depositors 
account. Also classified as cash are saving accounts ceriioates otckposits with maturity cfa lea 
ol ore year or leaa and cash ec^ivalenb Cash ec^ivalenls are investments with ongnal 
maluniea ol t^ee months or leaa are readi ^ c^nve rtible b kncwn amounts o1 cash and preaeni 
insi^tioanl risk of change in value due to changes in inlereat ratea The Mcntara State 
Treasury holds MSF s cash and cash eqjivalenlbalancea 

Shcrt-tann InvestneniB - Shcxt-term investnents are those investnents wilh remaining 
malunties o1 cne year cr less at the time ol acquisition, ei^cludng those invesmenb dassiied as 
cash equivalents Shcrt-term injeskrtents include bul are not limited to. bends, commercial 
paper mcney market iretmmenta repurchase a^eements and ccllatral and mortgage loans 
t^lmeel t^ above criteria 

Pramium Receivable - Premium receivable balances with an amcuni due over 90 days are 
nonadmitted assets The MSF evaluates Ihe remaining adnittd acccunb receivable asset tor 
impairment 11 it is pfobaUe thai any amounts are net collecfiUe the uncollecfiUe receivable la 
wntten o11 and c h^r ^d to irKCfne in the period the ^termir^ficn la mact. 

RiakB and UncerlamtieB - Risks and u n[;e rtainiea existing aa ol the date o1 the inencial 
atatements. are as fellows: 

Oae of Estimates - The pceparaticn a1 tinarKial statements in conlonnity with Btalutccy 
Accounting Ftinciples requires mar^^ment lo make estimates and aasumptioiis that a11ect 
1hE repcrted amounts ol aaaets and liabilities and dsclosure o1 ccntngeni aaaeb and 
liabilities at Ihe r^te o1 the InarKial statments and the repoiled amounts o1 revenue and 
expenses during the period AcLal results cculdd11er tcm Ihiose estimates 
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^JOwr.*M* ▼ NofeE iDlft SlHUIory Financial Slafemanla 

STSTErUND -^nt JO 200J a^ 2003 

NOTE A ORGAHCATIONh BASIS OF PRESENTATION, AND SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES, continued 

3 Significant Ac DO unting Polici^H. conlinu&d 

Riiki and UncartainliaB^conlinued 

LoEE and LAE R^3ef\^es - Loas and Ioee ad^j&tnanl Bxpen&a ^LAE^ re&arvBS art e&lablished 
1d provict 1cc 1he as1ima1ed uHimale selltmenl cos1 o1 all claims incurred Mana^menl 
belifvas Iha1 the reaarvas 1cc unpaid loaaes and losa ad>JBlmen1 axp^nsea ara adsi^ata 
howaver. 1^ra can ba no aaauranca 1ha1 Iha ulUmate aa11laman1 o1 Iosssb may na1 vary 
malEriall^ Irom 1ha aaimat racofdad Sinc^ liabliiaa ara basad en aa1ima1as 1ha uHimala 
liabilil}' may ba in axcass o1 cr lass 1han 1ha amcunb provided Ad^jatnanl 1o 1haaa 
asUmalaa ol raaarvea wjII b»a laledadin ]hE Slatubry StHkinanl o1 Ravanue and ExpanEaa 
in Llure yaara 

Uficeriaifi^ Du^ tj LftJt^^on - h Iha ofdnar^ ccurst of txjBinass MSP ie a ctlancfanl in 
various fiiigation mattara AHhough 1hara can ba no assurances. aB of June 30. 2004 and 
2003 in 1he opiricn o1 MSFs managamani t^aaad en inlormalion curranly available Iha 
uNmata raaoluicnol 1heaa la^l pfocaadngs would nol b« likal^ 1o heva a material adverse 
atfecl on I Is sblulcr^ resu ha olrajenua and axpanBaa acinilled assala. Iiabliias and aurplua 
cc Ii<^id1y For 1ur1har dsoiaaion ra1er to Nola J iConUngandas . Un^e nainUaa and 
Sub^eqjenl Events). 

^ui'n a:jD n';?^ Due fo Ce,'t3\n C ji7cgi7Jra r^orra - MSF usts appcoamafely 42 a^nciaa localed 
1^oughou1 Mcniana b markel wcrkars cccnpeneaion policies ^Ih^oaa wn IIe n pre miu ma o1 
S94.5M tec 1he year enctd Jure ^ 2004 MSF ccnduda i1a buainasa ^^1lin 1ha 5la1a o1 

Mcniana 1cr 1he moa1 pari and is suacaplibia to nskbestd en 1he economy o1 Ihe ^o^apdc 
larf i1cr^ i1 s*n/e 6. 

Adrniniitraliva Coot Allocalfon - Sfala law raquiraa MSF hn separalar^ determine and aeceuni 
Idt ocftrvislralive e>penaes and beneil paymenia for claims for in^jneB reauhing tcm accident 
occurring t>e1cre July 1. 1B90 (Qd Fund) Irom Ihcae occurring on or aller July 1. 1990 fMSFj 
The law also limila annual adniriata i ve coa1a ol daima associaled wi1h 1he Old Fund 1o$1 25M 
1cr liacal ^eara 2004 and 2003 Espedively The Monlana Slat Fund allocaled $1 25M in 
admimataion cost 1o 1he Old Fund in liacal years 2CC4 and 2003 raapedively. T^ Old Fund 
haa a t1.0M conlin^nl otii^icn 1o1ha MonUr^ Suie Fund in unrecovered adninalralive coa1a 
incurred in lisoal ^eara pcior 1o 2003 and 2004 which is rc1 recorckd in 1heae firandal 
alalamenls MSF intndB 1o recover 1lia amouni in 1u1ura yeara whsre 1he ccg1 o1 ac^ninst ring 
1hE Gd Fundia laaa than Ihe alHLJlonly pBjmiltad$1 25tJ. 

Long-Tern SecuntfeH - Long-term aeointas ccnsial o1 ei^Hy securllies. bonds and cerlFoales 
ol ctposjl wi1h crignal malunlea grealar Ihan one yaar. Lcng-1erm aeointaa are held by 1he 
Mcniana Board o1 Inveatnenb |BOI) and Slat Steel BariL is 1he cualodal bank 1cc 1he BOI. 
E{^i1^ aecunliea are valued a I lair markel value Bends are raledand valued in accec^rce wi1h 
1he Sacuriies Valualion OHice (SVO> raling gjidelirea Bends wi1h a SVO raling ol 1 and 2 are 
valued a1 amorlized coal Benda wi1h a SVO raling o1 3 or hgher are valued al Ihe louver ol coal 
er markel Bond amof1izaioniaoalcula1ed using 1he siraighl -line melhod 
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woMHMj T NofeE lDlht SumiGcy FinandBl SlBlemenlE 

jTflTErUND x-he jo 21:0^ j-d 201:3 

NOTE A - ORC^ANIZATIOH. BASIS OF PRESENTATION. AND SUMMARY OF SIGNJFICANT ACCOUNTJNO 

POLICIES ccniinued 

1 Significant Accounting Poiici^H. conlinued 

Long-Term Sec untie a conlinued - h Bcccc^rce wi1h SSAP 26 txmd BmorHzaion shsl b^ 
CBloila^d using 1 he BDienlMic fcorslBnl yi&lcfi inlBreal melhcd MSF isnolaUe 1oobl3in1^& 
ink^maicn tom Us lundmana^r al1^B ime. Mar^^ mBn1 b«li@ vea 1he d1lBrence bielwBen the 
afaighMine method and 1 he acienlilic melhodis imma trial 1o Ihe current year SlBlubfy 
BtalemBn1& o1 RevenuB and Exparaea and Changes in Surplus and la na1 able b ^lermrie Ihe 
cuinulBfvB unpad la lie S^triory Slate menlB ol Acini Ite d AcBBta , Uabiliiea and Surplus MSF 
haa no ^rivalive invesmenb 

EIbc Ironic Computar Equipment and Soltware - Eiectcruc compuler ec^ipnienliB reccrctdal 
cos1 and dppfecialed on a a1raighl-line basjs over an esimaled uaeLI IHb o1 1^Be years. 
Ec^ipniBnl Ib capilalized il 1he aclual cr ea1ima1ed ^Bloncal cos1 eicceecfa $5 000. Sotlware la 
amorlizedcna ataighl-line basiB using a Ihree-y^ar Ii1e kiroperairg aottware and a live ^ear lik 
1cr ap(}lic^1icn Bolthvare. 

Furniture. Equipnent and Leasehold Improvemenla - FumHure and equipmeni are reccrcfed 
El CQBl and depcBcialBd en a s1raigh1-line basiB using eslmatd uaehil lives, whch ran^ kctn 
live ti 1en years There are no leasehold impf oveme nta 1o pfoperly owned by Ihe Sute of 
Monlana and uaed by MSF rec^inng amcclizaion. 5 SAP 16 rec^ireB Iha1 lumlure. 1ix1ures. 
ec^ipfnenl and leaae hcld^liccperl^ impcove menia be capilalized ^precialed and ncnadmiHed 

LoBtefi Incurred and Lo9h AdjuBtmanI Expense Ealimate^ - Ldbb and loss adpBtnenI 
expense (LAE) reaerves are eBlabliBhed 1o pfo^^ kx 1he es1ima1ed uHimale setllemeni coal of 
all cjaims incurred Loss reserves are baaed en reported ag^e^t claim cdbI ealimalea 
ccfnbired ^^Ih eslimaleB 1cf Ij1ure develcfKnenI ol such claim coalB andeB^ma^B o1 incurred bul 
nc1 repcrtd fIBNR? claima Tillinghasl-Towera Pernn an eidernal aduanal firm prepareB an 
acUarial a1udy used to eBfimale liabilifies and 1 he uHimale coal ol selling daimB repof1edbu1 nc1 
aeHled and IBNR aB o1 June 30 2004 and 2003. The a1udy provides a range ol polenlial cos1 
asaociatd with 1he repcrtd claima 1he hilure ct velopnienl ol 1hose daims and IBHR M5F 
mar^gEmenl ^b seleded Ihe bes1 eslmales ^^1lin 1lm ran^ as 1he eslmatd loaa reservea 
Because acUal claim coalB depend on such ccmpJe:^ laclors aa nllBionarpd chan^B in 1he law 
claim liabilifies are recccnputd penocficall^ UBing a VBriely ol achiarial and Btaliafical lechric^ea 
lo^ocijce currem ealimatea 1ha I relied receni Be11lemenlB claim Irei^ency and d1 her eccnccnic 
and social factors 

A provision 1cr infialicn and Ihie calculaion of ealimated lulure daim cost Ib impJidI in 1he 
calculalion because reliance is placed bdh en acUal hsbncal cfala llmreled pas1 inllalicnand 
en Dlher laclcrs Ihia1 are cenaidered 1o be appcepriale me<fi1iera d1 paBl experience. As ol 
June 30 2004 and 2CC3 £452 1M and £4134M reapedively o1 unpaid claims and claim 
adpsmenlexpereesare pcesenledal bee value ne1 oleafimatdreinBurame recoverable. 

Reinoufance ReccverabJaB on Paid and Unpaid Lo^bbb - ReinBurance recoverables are 
esimales o1 paid and unpaid losseB colledible 1rom MSFs reinsurers. The amounia ultima tly 
cdlected may be mofe of less lien Ihiese es1ima1es Any adpBmenb o1 1heae eslimatea are 
refieded ininccme as Ihey are delermined. 
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woMHMj T NofeE lDlht SumiGcy FinandBl SlBlemenlE 

jTflTErUND xhe jo 2=0^ j-d 201:3 

NOTE A - ORC^ANIZATIOH. BASIS OF PRESENTATION. AND SUMMARY OF SIGNIFICANT ACCOUNTJNO 
POLICIES ccniinued 

1 SignificBnt AcDounting PoSIci^h. conlinued 

Deferred Revenue - Deferred revenue rellecis emounls b^led cc re cei ve d in ad^'arce txjinol ^e1 
earned lor pcficies e11ec1ive July 1 Z0Q4 end 2CC3 reBp^civel^. 

Olh^r Liebilitie^ con^iitol 

V Secunly DepoBili - Secunly ckposjb ere moneB held en behell ot cerUin insured^ due 1o 
1^ir loss reioe and pBymenI hsbfies as well ae cije ta parioilar paymenl ^rms. In 

acUlicn 1unds wMhheld in eccofdenDe wi1h 1he reinsurance conrad are bIsd included in 1hs 
ac«oun1. 

« AccounlB Payable - Acccunls payable includes lisbliies inoirred en behsU ol clBimenlB. 
reluncfe due b polic ^hcJctrs endamcunls due lo vendors 

« CompenaBled Absence 9- MSF support Uvo leeve pfo^ams 1he Stale ol Monlane Leave 
Ftoyam and 1he M3F Personal Leave Ftcg-am imple menled in January 2002_ The Suie ol 
Mcntane Leave Prog~am covers all emplovees represenled b^ Ihe uncn Unonrepfesenled 
ampfoyeea accumulale bdhamual leave and sick leave and M5F pays empJo^ees 100<% q1 
unused amual leave and 25% o1 unused sick leave upon te rmir^lion MSF also pa ^s lOO'b 
at unused cccnpenaa bf y leave credb upon trminaion lo nonei^empl empJoyeea MSF 
Personal Leave Proyam covers all rpCH>unon employees- Non-unon employees accumulafe 
pereorel leave and extended leave M5F pays employeea 100% ol unused personal leave 
upcn trmir^icn bul eictrxled leave ^a no cash value al 1he ime ol terminalicn MSF 
abaccbrs expenaes kir lerminalion pa ^ in i1a amual operaliorel costs MSF had a hutal leave 
accrued liablit^ot tt .7Mand$1 4M at June 30 2004 and 2003. respectively 

Income TaxaB Payable - MS F is a ccmponent unit ol Ihe Stale ol Mcntanaandis rot sublet to 
Feckral or State premium of inccme tax. 

Pramium Ravenua - Ftemiums are recc^~rized aa revenue en a pro-rata basis over the pclicy 
period, beaming on Ihe ettecive cfat ol the policy. M5Fs Board ol Directors appfovea pcemium 
ratea anrually. 

Polic^hcldEra are conractuall^ otiigated to pay certain premiums to MSF in advance o1 1hE 
period in whch the premiums are earned Advance premiums are deterred unll the ettective 
date o1 the policy at which time t^y are recoiled as revenue on a pro-rata t^aaisover the trm 
ol the policy. Ftemium advances are retundable when t^ polic ^hicJrfe r s coverage is canceled 
and MSF haa credtdall earned premiums. 

Expenses in[]urred in conrecion wflh acquiring new insurance business includng aucti 
acquisiicn coats as sales commissiore are c har^d to ope ra ions aa incurred. 

Policyholder Djvidend^ - Thie amount o1 djh'iderxJs to be paid to polic^hcJrtrs is determined 
anrually by MSFs Board of Directccs ThE ag^egate amcuni o1 policyholders' d^^^nds ia 
related to the tinancial reaulls 1cr the year and to the apprcpriate level ol atatutcy E4irplus to be 
retained by MSF 
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NOTES - INVESTMENTS 

ThE invfBtTiBnt o1 MSF as oIJufpe X\ 2DQ4 and 2{}03 bib aB IcJIows 



June sa. £aD4 



U S Goverrmenl FBBuer Otfi^lcns 

U.S Goverrmenl Single CIbbb Mon^^-BackBd/ 

ABB€1-Bac^d SBCunties 
Special Revenue and Sp^cJBl ABBessmenl Obligaln 
Public UiEies 

hduBlnal Bnd MiBcelleneous UnBl1iliBled iBBuer OUi^icnB 
hduBlnal Bnd MiBcellBneousOlher MuHi-GIbss Cofnmercial 

Mof1^^ - BBcke d'Ass^l - Backed Senidies 
TolBl Bcrxfe 

UraliliBtd Publicly TrBded Equity S ecu rite b 
CaBhand Shod-Term InvealmenlE 
Other hvested AbbbIb 

Total Inve Bled Asse la 



June 30. £003 

Bcri-p[iE: 

U.Eh Govemmenl laauer OUi^icnB 

U.S Governnenl Sin^e ClaBB Mcct^^-Backedi' 

ABBet- Backed Securities 
Special Revenue and EijHcial AaaessinenI Obligaticcie 
Public UiEies 

hduBtnal and Miacellaneciu^ Unaftiliated iBBuer OUi^icnB 
hduBtnal and Miacellaneous Other Multi-Class Cofnmercjal 
Moft^^ -Backe di Asset - Backed Senudiea 
Total Bcrxfe 

Uraliliatd Publicly Traded Equir/ SecuntieE 
Caehand Shod-Term Inveatments 
Olher hvested Abbb^ 

Total InveBted Asseta 



Totar 




Inveatment 




HokJinQB 


Parcentage 


£1B2 135 3GB 


24^% 


$ B^esesei 


1 2<t 


j4_5e2 C64 


47*t 


19_3Q5C»0 


2fi*t 


2Q7.&47.450 


26.3% 


46_7S0 651 


54*t 


499 090 3B1 


56.1% 


72 t3a_374 


93% 


20_e*5M6 


ZS% 


141 ceo 425 


t92% 


$732 974 2M 


tOOfl% 


Total 




Investment 




HokJringB 


Parcantage 


£l 5t 504.707 


25 £% 


9-936 «7 


1 7% 


«_tl2B93 


t02% 


19 575 475 


3j4% 


t55 320 425 


27 5% 


4t_255110 


7.3% 


435BtS Z9& 


757% 


69-956 1 53 


t23% 


32_t 50 7B5 


5£% 


30B56.721 


54% 



$569 B95 95= 



toao% 
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NOTES - INVESTMENTS- K-nlinued 

Ths anwrUzfl d CC&1 and market value of seoiniea eso1 June 30 2{}04 3re aa IcJIows 

Grcfifi Unrealized 



June30.20D4 



U_S Gp3verrmenl ^EJjer OfcJi^^cTB 

Asael-^c^d Seonies 
Speoal Revenue-'^E^SEiTiEm CU^icTB 

tidistial 31-d MiEJiellsrvcuB L>utttBtd 
tsuer CtJi^dcrt 

^ ^^nd MiEf CcfTYTerasI UrBlilialed 
Mcf>^^-Bac>:ed-AB^e1-&d^ed Secun^es 
Sublolal 
Ba-riWn1e Ctuwidje b3VOte*ig 
TolBl Bcoi 



Amoitized 








Cofft 


Can 


U)BB 


UarkeTVBlue 


$152 1^ J55 


$ 5 413B25 


$2 501£i72 


$1S4 959.1 OS 


a 6fa_361 




255-591 


8J03 2TO 


34 56211^4 


1 {U9 2S6 


Ba_739 


35-552^1 1 


19 jOSCCO 


1 331 .B31 




20£35_931 


SD7 647 450 


7 E4C02 


1.92S£25 


213-10^827 


47 201 799 


741 ICO 


66ff_337 


47 _27 4-502 


409 511 469 


15 920 144 


6.93Z3&1 


51:^^29.240 


(421 OSS^ 






_ 



$4ce-C«i Zei 



S5CO 929.249 



UmlllialedFuUid^ Traced EqjitySecunies $ 6^ 4^676 $3731 



June30.20D3 



Amortized 
Co^l 



U-S Gcverrrnenj tsEuer OfcJi^lcrB 

U-S QDV-Sr^eClBEaMcfl^a^-Ebcked- 

As^el-^c^d Seonies 
SF»aal Ftvenue-'AsE^SEmEnl CU^icTB 
RjUic UflieB 
tidtstial and MIec ellBrvcuB L>utttBtd 

bsuer CtJi^ticrt 
td Pnd MiEf CcfTYT^raBl Ui-Blilialed 

Mcf1^gE-Back&d^AEae1-&d^ed E^ecunleB 
Sublolal 
Ba-riWn1e Dcnm die Id S VO Ra^ig 
ToldBcoi 



GroBB UnrealEBcJ 



Gain 



Lobe 



$ 72-138-374 



P^rkel VBlue 



$161 -£04 707 $13-543-313 



2 733 0=0 
207 



ffl 112 993 
19 675 476 



156520425 15 352992 



$ - $f 65 f 63-526 

11-093 9-927491 

63-343-333 
2t -666-37 4 

171-703J17 



41 966 572 



1 315 437 



720-462 



43-091 -&f7 



437 639 7Ki 


35 5fa 035 


731-555 


472-365-240 


(720462) 


$ 


3904134"" 


- 


$435-313 :^ 


$472 365-240 


$ 79 ceo ceo 


$ 69-95S-1 53 
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NOTES - INVEST MEHTB-K.n1irHjed 

The BmcrtizBd dds1 Bnd eBlima1&d mBrkBl ulue ol MSF b 1ixed maLjrit^ s«curi1ieE as ol June ^ 
2D04 Bnd 2D03 are Bhown t>elDW b1 ccntBdual malunt^ Expeded maLjrilieB ^^11 d1kr 1rcfn 
ccnlrBCIUBl ma1uri1ieB because bccrowerB may have Ihe ngh1 1o cbII or pcepB^ ctili^lcns ^Ih or 
withojl cbII or prepaymem penaliea 



June 30 200 j 

Due ore year of less fesdudEE STIPJ 
Due Bher cne year Ihfcugh five years 
Due aifer Ive y^ere Itiroug h 1en years 
Due af1er kn yearB 
ToblB 



Due cne ^eBr criess {e^^Blucta STIPh 
Due Bher cne year Ihrcugh five years 
Due Btler five years l^cugh ^n y^ers 
Due a11er tnyearB 
ToUJb 



CBrryin^ 

Value 


MBrket Value 


$ 26-365 447 


$ 26-944 132 


147 -503 679 


152-273 132 


230-617 BG9 


231-26S 425 


9-1 Ki3 3S6 


96 543 510 


tilfW nqn .13 1 


*Rrrq BTC, -^in 


Carrying 
Value 


Market VbIujb 


£ g&gB9i4 


$ 9 B7 5 931 


1 34-969 91 B 


143-79& 953 


17E-5B7 B5B 


191-30Q915 


116-571 50B 


1 22-3B9 437 


$436.B1S 29B 


$47 2,365 2-10 



During fiECBl year endng June 30 2CC4 MSF realized ^oss gains from BBleB ol &ecuri1ie& d1 t1-3M 
Bnd groee realized Ioss^b ol $742K During fiecBl ^ear endng June 30 2003, MSF realized 
^ins t'om sales dse purifies ol$3 1M and^cQB realized lossee ol $956K- 



NOTEC - CASH COLLATERAL AHD LIABILITY fOR SEC UnmES ON LOAN 

Untkr Ihe provisions ol alale slaUlea Ihe Mcniana Board ol hvesmenia |BOI) haa by a SeDurifies 
Lendng Aulhccizaficn A^eemenl aulhcnzed 1^ cusbdal t^artL Slale Sreel Bart b lend BOIs 
aecuniea 1o bcc^e r-ctale ra and olher enlilea wilh a simulUrecu& a^eemenl 1o reUrn Ihe ccllatral 
1cr the eame eecuniea in Ihe lulure Slat Sire el BartL waa appcintd Ihe BO I a cuslodal barh en 
December 1 1993- During Ihe period Ihe aeoin fiea are on loan BOI receives a ke and Ihe bank 
musi irifiall^ receive ccJIaleral ecfjal 1o 102% o1 Ihe markel value ol Ihe seDurilea en loan and must 
mainUin collaleral eqjal 1o nol leee Ihan 1DO<% ol Ihe markel value ol the loaned aecunty BOI 
retains all nghlB ol OhvnerBlip dj ring Ihe loan period 



ThE caBh c^laleral received on each loan was invealed- logelher wilh Ihe cash ccllatral o1 olher 
qualMied plan lenders- in a colleclive inveBlmenI pod- Ihe Seoirilies Lendng Oualil^ TpjbI The 
relaionshp behveen Ihie avera^ malunlies o1 the invealmeni pool and BOIs loans waa a11ec1ed by 
IhE malunlieB o1 Ihe loana mact by olher plan enfifies Ihal invented ca^h ccllateral in Ihie cclleclve 
inveslmeni pcol which BOI ecu Id nol delermire On June 3C 2004 and June 30- 2003 BOI hadn^ 
credlriBk exposure hn bofrowerB 
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NOTEC - CASH COLLATERAL AWD LIABILITY FOR SEC UnmES ON LOAN conSrued 

The IcJIowing lBble presenls 1he CBrrying and markel valuBS o1 Ihe BBCuniBS on loan and ItiB Io1b1 
ccJIaleral held kir iscal years 2Q0t and 2DQ3: 



SeDuriiez en Loan - Boc^ Value 
Securiies en Loan - MartLSI Value 



FiECBlYear 
2Da4 



$1 34 30a 112 
$157 2SS 730 



FiBCBlYear 
2D03 

$ze.gi?Ba9 

$30.1 BO 923 



ToUl Collaleral Held 



$141,060,425 



$30,966,721 



NOTED - SHORT -TEHH INVESTMENTS 

MSF pBridpales in Ihe Shon-Term Injeslmenl Pcol I3TIP1 mainlBined by EOl 3TIP balances are 
^gNy lic^id inveslmenb There are no le^l risks Itm BOI is aware olre^rdng STIR invasknenla. 
The markel value o1 STIR approsimalea cos! 

The STIPinvesmenb credl riek la measured b^invealmenl ^ade ralin^ gijen indvidual eecuniea 
BOIs pdicy rei^irea Ih^l STIR invealmenla have Ihe highesi ralinginihe ahcfl-lerm catgor^by ore 
and-'or any Halionall^ Recc-grized Slaisical Raing Or^nzalicna INRSRO) The 1c4ir NRSROs 
incluck SUrxlard and Poora. tJoodya Invealcfs SeRooe. ^i^h. irx;. and Daminon Bend Raing 
Service Lid 

NOTEE- ELECTRONiC COMPUTER EO UIPMENT AND SO J=TW ARE 

Bectroric cccnputr ec^ipnienl la reccrded at cosi and deprec^aled en a etaighl-line basiE over an 
esimatduaeLI Ii1e ci1 Ihree years Eqjipfnenl is capilalized i1 Ihe aclual cc estmaled hsbfical coal 
exceeds $6K Solhvare is amcrlzed en a sfraighl-line basis using a l^ee ^ear Ii1e kir cperatng 
aoflware and a iive year Ii1e icf apfJicalicn sotlware 





Equipmant and 


App lie atKH n 






OD^ratii^a SottwaTa 


Software 


Tr^ml 


Balan;:ee ^ne 30 2004 








Aseels 


2_501 369 


S BOO 924 


1 1 302 31 3 


Acoimulatd Depfecialon 


1.53S 7B7 


7 65B 90S 


9_1 97-662 


Nel Aasela Ncciecinitled 


-0- 


1 142 D1 9 


1_1 42-019 


Nel Aaaeb Ariniltd 


962^32 


-0- 


962 632 


Depcedaticn Expense 


446 39 


1 144 444 


1 .550.433 




Equipment and 


AppPicatkon 






Ooeratma Software 


Soflware 


Total 


Balan;:ee ^ne 30 2003 








Aeeels 


2.Z76039 


B 297 736 


10 573 775 


Acfumulaled Depreciaion 


1 .460 21 9 


6ia7 3C6 


7.647.636 


Nel AsselE r Jo^ cinilled 


-0- 


2110370 


2.1 10.370 


Nel Asseti A^iied 


615^20 


-0- 


ai5B20 


Depcedatcn Expense 


434 .409 


1 192 2B9 


1.626.65^ 
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NOTEE - ELECTRONIC COMPUTER EC UIPMEHT AND SO FTW ARE ccniinued 



Furniture and Equipment - Furrilure and ei^ipfnenl sre reccr^d b1 cds1 and daprecia^d on b 
iigh1-line baEJB usjng eslimaled u^eljl lives wlichrBn^ tccn ive 1o tn y^BrB. 



BSAP ISrequirBS thai lumturB lislures and Bquipmeni b& CBpilalizBd i^ preciat d and nonac^nilled. 

Furnitirre and Equipnent 





June 3Q 2{}04 


June 30 2003 


AaselE 


634 1 20 


594 {}65 


AccumulalBd Deprecialicn 


3S9605 


S 5.925 


Ne1 Asseb Nor^dnilled 


244 515 


X3&.141 


Ne1 Assets ActniHed 


-0- 


-0- 


DepcedBtcn Expanse 


74 5T1 


ge 95S 



Building - The 19&1 Legslalure approjiciBlEd Lrxis 1cc Ihe corslrucicn ol Ihe WcckerE 
Ocfnp^rsBlon building As ol July 1 1990 MSF Irarsferred 1 he value ol Ihe buildng tccn its records 
Id Ihe DepBrtnenI ol Ac^irialrBtcn whch ownB mosi olher siBle txjildngs Under the 39~eemen1 
MSF psys all cobIb aBBCcialed wilh Ihe buildng indudng uliliieB pfcfierly iBicea ^nlcriBl aervices. 
end mainlenanM 



Nonadmitted ABBBt^- OerlBin assets desi^ialed aa Tionadmilled are excluded froni Ihe Slatubry 
Sbtemenl d1 Admilled Assels. UatnlilieB and Surplua and Ihe change in such aaselB are charged 
cfreci^ ti unassigred surplus. 



NOTE F- LOSS AND LOSS ADJ USTMEKT RES ERVE5 

Lobe ard Iobb ad^JBtnenl expense 4LAE^ reaerves are eBlabliahed Id provide h3f Ihe ealimaled 
ultmale selllemeni cosl 0I all claims inoirred Loss reserves are ba&ed cnrepcrled ag^e^t claim 
cosi ealimales ccnibned ^1h ealimales lor hilure ftvelopmenl 0I Euch claim cosia and etimalES 0I 
incurred bul rclrepccled 1IBNR> claima 

Tillinghaal- Towers Perrin. 31 extemel acluanal irm prepares an acUarial stud^ used I0 estimale 
liab^Eies and Ihe ulimale cdsI o1 seHling claima reported bul rcl aeHled and IBNR aa 0I Jure 3C 
20D4 and 2003. ThE alud^ providea a range 0I pctenial nuBl asaodaled wilh Ihe re pof led claims Ihs 
lulure ck velopfnenl 0I Ihose claims and IBNR. MSF mana^menl h^B selecled Ihe besi e&imatea 
willin Ihial ran^ as Ihe ealimaled loss reserves Becauae aclual daim cosla depend on &uch 
complex iaclcTB as inlla Ion and c han^s in 1 he law claim liabililiea are recompiled periodically using 
a variety of acluanal and Blalialical tchnqueB I0 prcduce curreni eaUmales Ih^l relied receni 
aetllemenlE. daim tequen^y and olher economic and &ccial lacfcfs 



Mana^menl believes Ihial Ihie reserves 1cr unpaid loaaeE and Iosb ad^jslmenl expenses are 
afkc^ale: however Ihtere can t>e no assurance Ihal Ihe ultima^ Eelllemenl 0I lossea may nol vary 
matnall^ 1rom Ihe eslimale recccded. Since liabdilieB are bated en eslimales Ihe ulimale liablily 
may t>e in excess 0I cc leaa Ihan 1l^ amcunls provided Ad^alment to Iheae eatmales ot reaeivea 
will be relecled in Ihie Slalulccy Butemeni olOperaicnBinluUre yeara. 
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NOTE F- LOSS AND LOSS ADJUSTMENT RESERVES ccniinued 



The kijlciwing analysis pciTvicksa re ccndliaicn o1 1he acU^fy inlhis ras^rve lor 
ad^j&knenl e:^pens«B 



and Iq&s 



A1 begnirg of year: 

Nel reserves Icr lo9Bes btkJ Idbs e>penBaB 



Yeflra EixJed Jun^ao, 
20D4 2003 



( 41 3.4CO.CCO ( 346.4CO.CCO 



Leases 3rd kK^ e xperoeE ircuired 

OiMrenly^BT 

FVicryeBTE 
TolBl 



1 35_0fa E2S 

143-627 467 



116-597 B41 
35 36619B 

1 51 -^64 I 



Lceses and Ide^ ■ 
Owrenly^BT 
FVicryeBr& 

TobJ 



xiKrEeepejd 



(34-574-97^ 

™337,5ga 

[110.fl1g-467> 



(22-^1-961) 

_j61-^2-Ci7Si 

ffl4-^64-03g* 



TdIbI Iceses Brd I c^e a4ts tnerU ei^pEfiBeB 
El erd d1 Itie year 



(452 115CCO (413 400 ceo 



NOTEG - RETIREMENT PLANS. DEFERRED COMPENSATION AND POST RETIRE ME NT PLANS 



MSP Bnd ilB empJ o^e es contibule lolhe Public BnpJo^es Reliremeni Syslem fPERS> w^choHerB 
IWD lypes o1 reliremeni plans atininsferedby Ihe Public Employees" Re^remenl Board <PERB> The 
kal plan is Ihe Defined Benelil Reliremeni Plan |DBRP| a mulliple -e mplo^er coal-ah^ring pJan 1^1 
provicks reliremeni dsabilily and dealh bEnelila lo plan membera and Iheir beneicianes- Benelila 
are baaed an eli^bilily ^eara ol aerjice and higheal average ccmpe nsalion Vesting cccurs orce 
mamtxra^p service blals live yeare Beneils are ealabliahed by alate law and can cniy be 
amenctd by 1^ le^alalure 



The aecond pJanie Ihe Delined CcnlnbuliDn Reliremeni Plan IDORP) crealedb^ Ihe 1B99 le^elalure 
and available 1o all acfive PERS membera e11ec1ive July 1 20Q2 T^e pJan is a mulfipJe -employer 
cosl-ehanng plan Ihal also pfo^^^B reliremeni cisabilily and dealh beneils 1o plan membere and 
Iheir t>ene1iciarieB- Benelila are baaed en Ihe balance in Ihe members acccuni w^ch inducts Ihe 
IdIhI conribuficns made Ihe lenglh ol lime Ihe 1un^ haje remained in Ihe plan and Ihe invesmeni 
earnings leaa acininislralive cosia 

Bi^Ue PER5 members chi^iose 1o pantidpale in eilher the DBRP cj DCRP bul may nol be active 
members o1 bolh plane MSP and Us employees are required Id CDnlribule 6 9<% o1 annual 
ccfnpe nsalion I n liscal ^eara 2C04and 2C03- M5F e ccnlnbuficna amcunted 1o(e30Kfcr liscal year 
2004 and $71 lK1or liscal ^ear 2C03- MSF and Ha employees paid one hun<^ed perceni ol rei^ired 
CDHtibulicne 1o PERS and 1 here la no unpaid liabli ly a& ol June 30. 2004 
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NOTEG - RETIREMENT PLAMS DEFERRED CO MPENSATION AND POSTRETIREHENT P LANS . ccnlinjed 

MEF Bnd itB employeeB are eligble 1o par1icipBle in 1he SlalB o1 Monlar^ Dekrr^d C cmfKnaB Ion 
FIbh (457 plarfl actninslBrtd b^ 1he PERB Tht Delerred CompenEJiicn plan is a volun1ary_ 1bx- 
delBrred re lire meni plan ^Bi^iedaB b supplemeni loolher retiremeni pJans. Under 1 he plan eligible 
empJoyeeB eled to ckkr a pcrion o1 Iheir Balary unUl luture 1ime periods. MSF ircura nci cozIb hur 
1ha pJan. 

NOTEH - POLICY HOLDERS" DIVIDENDS 

During IbcbI year 2CC4 and 2DQ3 1he M5Fs Board o1 Direclors aulhiDfized a dvidend 1o be paid to 
policyhdckrB of recced during policy years Z0Q2 and 2CC1 reep^civaly. 

Paymeni d1 1he d^^^nd 1o1aling$1 9M was accompfiB his d djring May 2CQ4and the pa^enl hulBling 
£z SM waa accompfiB he d during Ma^ 2CC3 

NOTE I- REINSURANCE ASSUMED AND CEDED 

Fcr Ihe iscal years en^d June 30 2CC4 and Jure 3Q 2D03 MSF cer^d reinaurance b olher 
reinsurance companea lolimil 1he expcBure ariBing tccn large lossee These arrangemenia c^msiBl 
ol ei^cess o1 loaa conlrada 1ha1 pcotd a^insl occurren^ea over Bipulaled amcunb and an 
ag^egale sbploaa ccnlracl The excesa olloss conlracls pf ovide covera^ ol $95^ M 1cc bc1h1iscal 
years 2CC4 and 2Q03 During liscal year Z0Q4 and 2CC3 MSF relairpsd 1he iirel t5^M 1cc 1he ira1 
layer ot reinaurance covera^ hdMciial^ par person coverage wae provided up to £5 0M per any 
cne ind^cljal loaa 1cr bolh fscal years ZDOl and 2003 

T^ term o1 1^ curreni ag^egale Btop loss c^mrad is My 1 2CCZ Ihrcugh Jure 3Q 2D0S Tha 
ccnlracl pco^^^B coverage t^aaed en l£Fa premium levels a1 $5£M per year bul nol to ei^ceed 
$?1^M in 1^ ag^egale ojer Ihree years The pfei^cuB ag^egale stop loss conlrad wascommuled 
pricr to Jure 30. 2D02 In 1^ eveni reinaurers are unable to meel 1heir cbli^iore under eilher Ihe 
a^eee o1 loss ccnlrads or ag^egale s1co loss conlrad MSF wculd remain liable tor all loesea aa 
1hE reireu ranee a^eemenle do rol dschar^ MSF tccn its pnmar^ liablH^ to 1^ policy holderE. 

Ftemium reverue is reduced by pcemiums paid 1cr reineurarce covera^ o1 $&6M and t5.7M in 
fiacal yaars 2004 and 2D03 reapedively The ag^egale a1cp loaa conlrad requires Iha1 M5F 
makifaffi a hincfe wMhheld accouni which repreaenis Ihe baaic pfemium pccicn of 1he to1al pfemium 
p^id kc ag^e^le atop Icgs covera^ The luncfa wilhheld acccunl al Jure 30 2004 la $4BM 
ccfnpnsed o1 £2.6M ol basic premium tor liscal year 2004 and t2.2M tor iscal year 2C03 Inleresi 
musi bie accrued ^arlerl^ a1 an annual rale o1 G 5% on 1he luncfe wMhheld accounl. reaultirg in 
accrued inlsresl a1025K 1cr Iscal v^ar 2C04and £l43K1cc fecal y^ar Z003. 

During iscal ^eare 2C04 and 200J. es1ima1ed claim reeenreB were reduced $10OM and ^ OM 
reBpecivelv 1cr Ihe amcuni ol reineurance es1ima1ed to t>e ultimalely recoverable cnincurred loesea 

MEF also has aeEumed reinaurance relalior^hjps ^^1h Argcnaul kiaurance Company Fire mans Fund 
Ireuran^e Company and Legicn Ineurance Company relaled to Olher Stofee Coverage PSC> HSF 
assumee risk Icr OSC claima which are 1hen covered under MSFs ceded reineurBnce ccntrad 
Assu med pcemium lor liscal years 2C04 and 2003 is $2 0M and t1.GM reEpecively 
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NOTE J- COtJTINGEHCIES. UNC ERTAINTEE3 AND S UBS EQ UENT EVENTS 

Murer. etBlv. Uontana S tate C a m pe n Batbo n MuIubI Inouranc^ Fund. BtaL WCC No 92ffi-&4B7 
involves 1tK 19&7 I^^BlaUre z CBppng o1 wcrk^rs cofnpensBlion t>ene1ilB |$299DQ a week tor IdIhI 
t>ene1ilB and $149.50 b ^veek 1cr parial b«re1il3) kirinpjries cccu rring during Ihe period Jul^ 1 19&7 
Itvcugh Jure Zd 19B9. The 19&9 legslalure reenaded 1hose csps 1cr Ihe pericd Jul^ 1 19B9 
Itrough June 3Q 1991 Icrin^nes ocairring beUveen July 1. 1939 and June ^ 1991. 

The Monlane Supreme Ccurl Icundlhal Ihese caps should have expired on June 30 19&9 kir inijnes 
ocoirnng t>elween Jul^ 1 19B7 and June 3C 19B9 and ^hculd t^ve expired en June 30. 1991 tor 
injjriea occ^irnng be Uvee n July 1 1959 and Jure X 1991 

As a reaull. 1^ Monlana Slat Fund under Workers Compensalicn Ccurl dreclicn pertofmed a 
review o1 apjicoxima lely 7^C0 claims. Those claims qualMying are paid SS"^ o1 Ihe increaBed rale 
with IB'bpaid ti 1^ claimanl atlorney CoBlimpacI is etimatd b t>e over t1 millicnbul wilh a coal 
no ^ealer Ihan $2 million The cosi impaci haa been paid or is included in MonUna 5uie Fund a 
Ie»s reserves. The review andpaymeni pccceBB ib rear inalizalon. bul cngoing 

Slale Compensation InBurance f und v Gaorga Berg, el al Case No. DV-99-34 (Fer^s Ccunlyl 
la a pending bum a^insl a Icnner polic^hclder in whch Ihe Monbna Stale Fund dainiB Ihe 
policyhcJctr lailed 1o pa^ wcckerB compensalicn ireurance pcemiums. pJua inleresi en Ihe urpeid 
pcemiums The lolal claim was ofi^nall^ k»f $1 OM. but en lurlher evHlualicn h^B been recijced 1o 
approi^imalel y $€60K. Berg iled a ccuntardaMn againsi Ihe Mcniana Suie Fund en varices claims 
aeeking urepeciied cfama^s. Monlana S1a1e Fund dceB nol IdrtL Ihe ccuntrclaim has meril. bul 
Ihe re is a remole chance o1 an ad^^rse jj d^nenl agai rel 1h>e Monlara Stale Fund Trta mailer wa& 
expected b 93 1o Inal someime djnng 2001 Ho^vever Berg iled a Gtiapler 11 barhnipic}' pel ion 
in Monlana Barbuptc^ Ccurl which Btayed an^ lurthier prcceedr^ in the sUte courl aclion The 
Monlana Suie Fund enlered inio a lentalive Eelllemenl ^^1h Barg lor pa^menl 0I tlOOK cash pJua 
$12SK payable over lime ThiB sellemeni waB sub^cl lo apfwovBl by Its bankruplcy courl in a 
ChaplEr 11 planol recr^nzaicn However 1^ barbuptc^ courl ccnverted Ihe caae la a Copier 7 
liquicMion. ThiB had Ihe e1kc1 ol resurrecling Ihe Mcntana Slale Funds cci^ral claim amouni 0I 
£660K The bankruplcy tuslee is now liquidaing BergB barhruptc^ ealate Al thia ime Monlana 
Bbte Fund iB nol ce nam how muchol Ihia clain will be recovered 

Slaven^rd v. Slale Compensalion Insurance Fund The V^ofkerB' Compensalicn Ccurl ckd^d 
1^1 lh)e Slavenford caae Bhculd be appfied retoacively bul oH^ b June 3 1999 The ccurl also held 
Itiel a ccmmcn 1und does exiBl and Ihal Ihie claimanl is enliied lo common Ijnd allccrey lees wilh 
reBpecl topoal June 3 1999 Stavenfard enlillemenlB. The impaci 0I Ihe {kciBicniscttrmiredlo be 
$2 1M and IS rellectdinihe liacal year 2004 Stalemenlol Revenjes Expenses, and Changs in Nel 
AsselB. Ths decision ties been appeale d lo Ihie MonUra Supreme Ccurl 

The Stavenpfd case was laBued by Ihe Woft^era CccnpenBalion Gcurl en May 2Z 2001 I1 
accessed Ihe iBBue ol whelher Ihe lailure ol Ihe Occupaicnal Disease Acl <ODA| lo pcovide PPD 
ipermanenl parial dsab^lilyj t>ene1ilB equivaleni to Ihe beneits pfo^^^d in Ihe Montana WCA 
fWoft^era Cempenaaion AclJ vielales Ihe claimanl a nghd lo ec^al pcolecion q1 Ihie law Relying en 
Ihe Herr^ caBe l|:cevious case tom Ihe Supreme Ceurl lindrg Ihal vocalioral ra tctilitaiEn benefb 
musi alBO be paid unctr Ihe ODA|. Ihe ceurl Baid i1 dd hcldmg 'Where PPD banelfe calctdaled 
pursuanl lo Ihe WCA are ^ealer Ihan 1hE beneils available to a claimanl under Ihe ODA 
ccnalilu ional ei^al pole clion guarantee b require lhalberelila be compu t d and r>a id in accorcfarKe 
with Ihe WCA The claimanl in Iha caae is enlded b $27K urv^r Ihe WCA veraus $10K unckr Ihe 
□DA The caBe waa atimiedby Ihe Mentana Supreme Ceurl en April 1. 2CC3. 
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NOTE J- COtJTINGEHCIES. UNC ERTAINTEE3 AND S UBS EQ UENT EVENTS conSrued 

Roben Fl^nn v Slst^ConpenBation Insurance Fund The Claimanl Rot^n Flynn ilBd apetiticn 
in 1he WcckBrs' Ccmp^rGaion Courl 1cr 1he SlBt o1 Mcnlar^ in which he alleged Ihal Ihe 
Raspccv^nt Sl3t GccnpenaBion Insurance Fund ehculd pa^ a proporliDrdle sh^re o1 Ihe albfney 
1eee he inoirred to recover Eccial eeainty dsatHlity b«re1i1e Flynn aleo reqjesled Ihsl Ihe Courl 
SBnoicn Ihe Monlane SlBle Fund kir unreBscnsbly reducing lis lempccBr^ 1oUl dsab^lMy benelib in 
an e11cc1 hn recoup overpBymenls The Wcckere' CcfTipenaaticn Ccur1 i^ned bolh o1 FlyrrVs claimB 
and Hym appealed The Courl a11irmed in pan and reversed in pen Ihe ^d^nenl o1 1he Wcckera' 
CaTf»nBs1ic¥i Cfiif 1 fO The Courl d&cid&d Ihal pi rsuani 1o1^ ccnvncn 1unddcc1nne. Ihe MonUr^ 
Bfale Fund slculd conlnbut in prcpcriEn 1o Ihe banefb i1 acluslly received 1o 1he coels o1 Ihe 
lii^ion. includng reascnable allofne^ 1ee& The Wof^ers Ccmpe rsalicn Ccurl erred when i1 
denied Flyms requeel lof rea&cnable apcKicliccYne n1 ol a11cme^ kes To 1he eiftnl il declined b 
apjily 1h^ ccfnmcniund doclrine. Ihe pc^nenl ol Ihe Wcrkere CompeneBlion C cu r1 was reversed by 
1he Supreme Courl 12> The Supreme Qiur1 a^eed 1ha1 nolhng in Ihe recced indcsled 1ha1 Ihe 
Mcnlsns Slsle Fund sctd unreasccieblv in o1is^11ing Flyrme t>ene1i1s Therelcce 1he Wcrkers 
Ccfnpe nsaicn Ccun dd nol err when i1 concluded Ihsl 1he Monlsns SlBle Fund wae entiled to 
reiijce Fl yrm s dsburs^me mis 1o1he ei^tnl 1ha1 11 dd 1o recover overpaid bene1i1s 

The ma1tr isoirreniy en remand and 1he Wcckers' C cmpe neaicn CcunI ruled on Au^sl B 2003 en 
lhe issues ol whelher a common 1und h^d been eelablished snd whelh^r lhe decision shculd be 
apjilied relroaci vel ^. The courl ruled km Ihe claimsnl on bo1h issues aB killows. 'Since dsimsnl's 
sniiemem 1o Bl1crne^ lees le a maHer o1 Ibw and srcEse only a1tr 1h^ decision on spjieBl. 1h^ post- 
remand ree^fl&l 1cc a11cme^ 1ees is limely Also 'Whelher Ihe blant^el rule o1 re1roec1m1}' ol >jdcial 
deaaicvn acfcpled by 1he United SlBles Supreme Courl in hiarper v Vir^na Dep1 o1 Texaicn 509 
U S 36 <1993> CT Ihe mofe 1le:cble rule tom Chevron Oil C v Huscn 404 U.S 97 |1971) is applied 
1he cfedEJcn in Flyrm v Slafe Ccmpenaalion lns_ Fund. 2002 MT 279_ 312 MonI 410 Ki P 3d 397 
musi t>e applied relroadively ~ Senlemenl dacussjons on implementalicn ot 1he commcn lund h^ve 
been iniialed AscfaU la no1 lull ^ compiled and re vie wed nc analysie ol coel ealimatea is available a1 
1hris1ime however ultimale impad la es1ima1ed a1 leee 1han$l OM 

Schmill V Liberty Northwest In^umnDe. Thie caee 2CC3 MT SO cfedc^d Apcil 10. 2DQ3 hy 1hE 
Mcnlana Supceme Courl held rs IcJIowe. ^e ccnclu^ ^ha.^ 1he ODA and 1he WCA teal eimilarl^ 
ai1ua1ed claeees o1 wof^era dflerentiy. Funhermofe appodioning Schmills permanenl impaimieni 
award 1cc her occupalonal dB«aB« pursuani 1o ^ 39-72-7Ce MCA o1 1he ODA while pco^^dng lull 
bene1i1a 1cc in^jred wof kera piiaiani 1o Ihie WCA la nol ralion^lly relaled 1o a le^imate gove rmnenlal 
inleresl Therefcce we ccncluck 1ha1 ^ 39-72-706 MCA. vicJalee 1he equal pfotedicn ^arante 
Icund a1 ArUcle II Secticn 4 ol 1h)e Monbna Ccns1i1uicn The >jii^en1 ol Ihie Wcrkers' 
Ccfnpe nsalicn Coun la alirmed Reroacive apcilicalion o1 1he decision andilsslalus as a cccnmcn 
lundie pcesentiy t>e1cce Ihe Wcckere Compensation C curl in on-^ng liigalion The decisicn o1 1he 
V^ofkera C cmpe nealicn C cu r1 will likely be appealed 1q 1h^ Monlana Supreme Courl b^ a1 Ieaa1 cne 
ol the paries 

Ehculd the ulimale decjsran ai ihe Mcnlana Supcem« Cnrfl be to crealE a cccnmon 1und and apply 
1hE fkdeicn retoadively Ihie cosi is esimatd al $1 5 1o $2 million dollars Should 1he ulUmale 
decisicn ol Ihe Mcnlana Buprama C curl be b apply 1he dedeion relroaduely 1he impad en 1he Old 
Fund liablny ia daims 1ha1 occuired bekce July 1 1B90 la eslimaled a I $SOQK. Fin^l dsposition is 
uriincwn a1 Ihva 1ime Thie waa nc1 a caae a^insl 1he Montana Slale Fund bu1 1he hi^dngol Ihs 
decisicn applies 1o Mcnlana Sla1e Fund. Mcnlana SU1e FundB moicnio intervene in Ihe case waB 
panted by 1he V^orkere Ccmpeneaicn Ccur1 Inaddlicna eeparale ca^e a^insl 1he Mcnlana Slat 
Fund en IhriB Bame issue haa been lied in 1he Wod^ers C cmpe nealicn Courl as Mcnlana Slat Fund 
V Minnd^ 
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NOTE J- CONTItJGEHCJES. UNC ERTAINT[E3 AND S UBS EQ UENT EVENTS conSrued 

Wild V Fregein and Monlana State CornpenBBtkon h^urance Fund Ths case 2D03 MT 115. 
decided j^l 29 ZDQ3. primBnly ^Id Ihal ^ 39-71-401l3| MCA. 6c^s rc1 as a mailer of law. 
ccnclusivBl^ precluc^ any laclual im^iry inio whelher an BrnployBrVe mploye b rBlaliorship bxisIs once 
14k worker has b^en Issued 1he eicempicn ccniBmplaled by ^ 39-71 -40U3> MCA~ and "Ihal $ 
39-71-401 13> MCA read in DcntjnD(on ^Ih § 39-71-120. MCA d<M& require Ihe employer 1o make 
an iriial gccd 1ai1h inc^iry ol 1h^ wcrker 1o {^trmine Ihal he cf she dc^B. in 1ac1 meel Ihe Dcnircl 
and irpdepenctmly esUUiB he d business tBisbekire Ihie employer empJoya Ihe wccker aa an IC and i1 
Ihe employer delermines IfK wcrker is an IC 1o Iherealler real Ihe wccker aa an IC and nol as an 
employee bb Fre^in realed WildinlhB case Relroaclve applicalion o1 Ihe decisicn and iIb alaluB 
as a ccfnmcn 1und is preaenlly belore Ihe Wcrkers' C cmpe nsalion Courl in on-gang liligalion As 
dala en idenlilicaticn o1 pclenial claims la c^11icul1 1o idenil^. no anelyaia ol cobI eaUmates en 
retoacive applicaionol Ihe ctcisicniB available a1 Ihis ime 

NOTEN: - RECLASSIFICATIONS 

Cerlain amcunis in Ihe pficr year linancial slatemeniB have been reclassified 1cr ccmperaive 
purposes hn ccnkKm wilhihe pcese nia ion in 1 he curreni year linancial alalemenlB 

NOTE L- UNASSB NED SURPLUS - NONADMrTTED ASSETS AND RECONCILIATIO N TO GAAP 

Years Bxtd June 3D 
9 

Balance of no nadm itTed a ^ b at^ -baginn^ng of year 

Cumulalive nonac^illed DAC 

Subtilal 
hcrease (decrease) in ncnactnilled assela 

Chan^ in premiums receivable 

Cfurge inshnd-ferm nofe& andloare receivable 

Chan^ in txmd downg~a[iefl 

Chan^ innellan^Ue a^sela 

Chan^ ininlan^Ue atsela 

Increase inol^r asselE 
Nel increase (decrease) ri ncnadmilled asselE 
Balance of nonadmitleda^Bat^ -and of year 

ThE follD^^rpg scheciile reccnciles Slalubfy Surplus cakulaled in accccdance wilh NAIC SAP 1o Nal 
Asselsaa delermined by generally accept d {gDvemmen1al> accounfing principles a1 June 30 
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SlHLJlcr^ Surplus (HAIC SAP) 
Add: 

Ncnac^Hfed aaae Is at Bhcwnahcve 

C h^rge in inveslmeni jalue ol bcncfa 1o fair maFke^ vahie 

Less Ihie porHonol Ihie chan^ ininvealmeni 
value recog-iied fof GAAP 
1^ change in relircome belween NAIC SAP and<iAAP lor: 

Delerredacquisiticn cosis 

Reveraal o1 Bmall ad^jsmenlardol^r 
tiBt aBBela (GAAP) 



(127.J92 456 1121 599.417 
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6.031 326 
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NOTE H- SUPPLEMENTAL INVEBTM ENT RISK INFOnMATION 

MSF'B largesi tn ^xposureB 1o b EJngle issu ^r-txicrDwer-'in'/^slmenl listed by inveslmenl calegcr^ 
F^vrliririrui 1 1 ^ rHTiiprrin^nl -rp Inlp^i Fqp4~iini^R^ nrp 



(exdudng U S goverrmenl-relBledaeaini^B} 



kidjsnaJ i. r^sc 
kidjsnaJ A r^sc 
Vi[ijErial& Msc 

tidjsnaJ A r^sc. 
kidjsnaJ i. r^sc 
h[ijstiBJ & Miac 

h[ijsnaJ A fAsc. 
kidjsnaJ A r^sc. 
h[itslriBl ^ r^sc. 



June 3D .2004 
OltiEf rAjll-ClBSBCcfnm. Mr1gjj^2S€l-&dLedSeciMiieB 
OltiEf rAjlt-ClBSBCcmm. Mngjj^3S€l-&dLedSeciMiie3 
U S. Ui-Blilialed Isauef CtJi^^cr^ 
US LtatJiliB^dbsuerCU^icTE: 
OltiEf rAjll-ClBSBCcmm. Mngj^^ascl-^dLed SecwiieB 
U.5 LtaiGliBledlsauerCbi^icre 

US LtatliliB^dbsuer cullers 
US LtatJiliB^dbsuerCU^icTB 
US Lh-aHliBTedls3J€fOt«^^cr^ 



June 3D, 2003 
^i[ijsnaJ A r^sc OltiEf rAjll-ClBSBCcfnm. Mr1gjj^2S€l-&dLedSeciMiieB 
kidjsnaJ A r^sc OltiEf rAjlt-ClBSBCcmm. NVtgj'A&se1-&dLedSeciMiieB 
h[ijsnaJ A r^sc. U S LtatliliB^dbsuer cullers 
nUc U^hlBB 

h[ijsnaJ A r^sc. U S LtatJiliB^dbsuerCU^icTE: 
kvijsrid £ r.hc. U S LtaifiliB^dbsuerCU^icTB 
Vxijsna] i Msc_ U 3 Lha^iliatd "lEuer CfcT^icrE 
h[ijsnaJ A r^sc. U S Lha^ili^^d iSLierC^ ^JC4-E 
kvijstiBi & NfiBc US LhaHhaled IsBUEf Ct]Ji^^cr^ 
kvijsnaJ A r^sc. U S LtatJiliB^dbsuerCU^icTE: 
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a397*t 
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596% 


51K B27 


3a4*t 


5 0^550 


361*t 


5 031 51 1 


3e:j<t 



ThE BmoufilB Bnd perc€ nta^s o1 MSF's bbl acini tted asae Is tield in txmds by NAIC ra#ig are: 





June 3D. 2DCI4 
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June 3D. 2Da3 



WM>2 

TabJBcrp± 





■^.otTotal 


Amouni 


Admitted Aaaeta 


$419 336 465 


55926% 


76_352 223 


10133% 
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454% 


4«0«31 


e6 55J^ 




%ofTotBl 
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$34a 516 479 


9 392% 
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^lu li A IkhiKiH ma 
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I^Ut^LM^LiVL AL-i4tOK>' ElttiJJt I 



Tn tff AiMM H"'TTT^fln priJw 



En tDtld(KEFXkRtfT9«FlLMrni4-|iN^L^V«r>i4Firt4,4J JL(¥ 3Lr. ^C-M ittd J>HJ^ hm k RlKtd 
MW^^ MtllPnlK 4f IWtut dii ^Hipnut, ehiapp m e^Lia mA tx^ QbWE far Af 'itmtv ±n EndHL 

f^^ llppjHkrf «HBvi]L» E9F 4£ r«TuuibiLj[^ ur k lE^an^ f t^—' t>T sipinujbLijix n ta 

t|fc iJrtifli^ imr oufab uiizkviIuue ^U JikijImE Asdu^i Bcnnxl? iH<^d d Lhr L%flfeJ fm^ ^ 
ItllCApir Iftt fla^^U iLUffTkDCk Iff tiii iif milcniJ OlJiADllf-K^i. ^ nbdjl hLLi£i±i dLUTtapJl^, Ofl A LfIL 

tVlh r4iTf lufiririrnng rv onojniE jnd dm^ vun ~d 4j ^runtiil oirE^m ^n nd.i Jlwi cvlxln 
iiuu*^ Lk i^./nmLinii [r.s^prfr uvd ind hLtmiEL^t Hllraiui radr bv rTHUj;fTiDil Ji ^vll u 

Fbr p4^4jd[in 

flllfWL 4^4 dHMlErJmj Trta-Um phncrDKiJ it pcrbHiLn! hy L}k lhb±-EH T^ ^ ^' Ub-J iLT HAvLbk, 

atttf^lWHCM djrtcd hhrfTi ■^lUmihp fir Ix^ftri ^^hjll^ x^i'i^LaJ h itV LlilUnJ fOJL^ irf Mf^i^U tt£ 
tif^ViSlM a ifV dluJuLbl bLUdHfcHlh ^st dtr 1 1f liJUi^ trl^E^rH tUJUJiky ^^LHjlElb|i pTLIiLi^ A&j fUikMlJDg 

jrirL^~ii» ^fi^mll/ L^'quiu ^ ih^ I Innr^ nau^ m~ \JTid~4_i jrf -^jf^rfh^ lt. S'lur L 

in mir ETfJlnlETL ihc I^duiiI H^nrmnLi TikiraJ > id ^Ih 1lrn pEwnpli xtarrt Iwrly. in ill rmliml 
FH^vclL ihr ktmllk^ uh^l lHhi|ili&. k^ hur^u* i^vLijLijt> IvntJ jf Klndra ^Uf KunJ ilir Lk yaih 

n^pd Imr Nil 2]^I-G jn] Zdlkl, ^nj ^ibUb oTik i^mjnoi ^iiii|^ Ln <xpLi> emJ cnmh rLi^i {ib*.*^ 
tpr^] *■ ir^ >TrfV E^4kJ JUfl^ in JMd JttJ 3UlV^ L^l lit ^lA^L nf liiElHtfmt^ it^lLi^ ||l 'yMr ^ 
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